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Disclaimer

This document may contain statements that constitute “forward-looking statements”, including, but not limited to, statements relating to the
implementation of strategic initiatives, and other statements relating to our future business development and economic performance.

While these forward-looking statements represent our judgments and future expectations concerning the development of our business, a number
of risks, uncertainties and other statutory requirements may render actual developments and results to differ materially from our expectations.

These factors include, but are not limited to, (1) general market, macro-economic, governmental and regulatory trends, (2) movements in local
and international securities markets, currency exchange rates and interest rates, (3) competitive pressures, (4) technological developments, (5)
changes in the financial position or creditworthiness of our customers, obligors and counterparts, and changes in the developments in the
markets in which they operate, (6) legislative developments, (7) management changes and changes to our business group structure and (8)
other key factors that may adversely affect our business and financial model.

We are not under any obligation to (and expressly disclaim any such obligations to) update or alter forward-looking statements whether as a
result of new information, future events, or otherwise.

This material may not be reproduced, distributed or transmitted to any other person or incorporated in any way into another document or other
material without the prior written consent of us.

This document is not:
(a) an offer of securities for sale in Hong Kong or elsewhere; or
(b) an invitation to enter into an agreement to acquire, dispose of, subscribe for or underwrite securities; or related to the issue of any securities.

This document (and the information contained herein) is not for publication or distribution to any person(s) except as permitted by us.
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1. Company Overview

Snapshot

Leading global new a!loy materials & tools 1H 2018 operating highlights
provider

=  Global leadership positions in Die Steel, Titanium alloy
and Cutting tools industry with over 200K tons of

RMB million 25.1%
500 -

2,
production capacity: 7 1H17 m1H18
*«  #1globally in HSS market 2000 -
« #1in China’s HSS Cutting Tools industry
*  #4globally in Die Steel sector 1500 -
*  #3in China’s Titanium Alloy market
o o 1,000 - 44.5% 51.0%
=  Strong product line in large, global markets with diverse
end-market exposures 500 - 7 7
=  QOperation in over 10 countries with employee strength 0 T - T t

of around 3,000 people Sales Gross Profit EBIT

Selected financial information 1H 2018 sales breakdown by segment

RMB million 1H17 1H18 %
Sales 1,877.0 2,347.7
Dross 214.1 309.3 57% 22% 15% 6%
== BB B
Adj. EBIT* 171.8 2594 - P -
. High Speed Cutting Titanium
PISEEERER) Steel (HSS) Tools " Alloy ,,,‘ Y4
7z S ALY
RN

*Note: To arrive at adjusted EBIT, the Group’ s earnings are further adjusted for
items not specifically-attributed to individual segments

2

Note : Revenue excluding trading of goods S I3

CANRNG
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1. Company Overview

2018 Interim Product Segment Highlights '@

Portfolio of leading product with attractive margins

Die Steel (DS) aleliiSlnash Sit Cutting Tools Titanium Alloy
(HSS)

Revenue

(RMB million) 989 375 271 107

GP Margin 17.8% 20.4% 15.1% 15%

Adjusted EBIT

(RMB million) 141 69 33 16

Sales Volume 79.3K tons 13.0K tons 126.1M pcs 16K tons

ASP RMB12.5K/ton RMB28.8K/ton RMB2.15/pc RMB64.8K/ton, “| .

il
7 WA
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/
6
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1. Company Overview

Global Footprint %

Global sales network strategically located in high growth regions

Asia (other than the 1%
PRC)

8
Europe
23% \

2018
Interim

Note: Revenue excluding Trading of Goods (
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1. Company Overview

End-market Exposures

Diverse end-market exposures mitigates volatility

Die Steel

Industry

Automobile, Aerospace,
Machinery Equipment

End Users

@ @ @DDNGFENG
DONGFENG MOTOR CORPORATION

Mercedes-Benz

High Speed Steel

Automobile, Aerospace

@ raw | remaDC

Cutting Tools

Automobile, Aerospace,
Machinery Equipment,
Construction,
Consumer Electronics

©BOSCH o7 I

7

JOOLS

BLACKS

A sANY

DECKER =o Midea mTIVOLY. Haier

Titanium Alloy

Medical, Aerospace, Military

w_Confidential

e

/A\
[ |
N/

h
FTEMXBEHEAALT COMAC

China Aerospace Science and Technology Corporation

@

amnEmman



1. Company Overview

Top 20 Global Alloy Tool Steel Producers - 2016 '@

Ranked No. 1 in global High Speed Steel industry

and among the top 4 global Die Steel producer

‘000 tons

275 ~
250 -
225 4
200 -
175 -
150 -
125 -
100 -
75 -
50 -

Estimated Production Volumes (Finished Products)

High Speed Steel m Die Steel

SOURCE: Steel & Metals Market Research 2016
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2. Strategy & Investment Highlights

Unique Business Model

Uniquely positioned in global Die Steel, Titanium alloy and Cutting tools industry

Upstream
Scrap Steel Titanium Sponge
|
Midstream =S -é %‘
HSS HSS Cutting
Tools Die Steel Titanium Alloy

nd-marke - W -a&e‘.“z& m @
SCmAet j P | ﬁﬁﬂll =
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2. Strategy & Investment Highlights

Efficient Cost Model

Advanced waste material recycling production expertise and independent

capabilities on process re-engineering

Recycle Production Expertise

= Achieve ~5% cost advantage

= Stable raw material supply

= Enhance production and
operation efficiency

Capabilities on Process

Re-engineering

= Break the traditional production
mode to reduce cost and

increase efficiency

= Accelerate materials flow

Die Steel

+ rare metals to

Scrap Steel + rare metals to

Waste recycle

produce

Internal supply

\-\.; 8 q
N 'Y

Cutting Tools
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2. Strategy & Investment Highlights

Key Investment Highlights '@

v’ Leading global Die Steel, Titanium alloy and Cutting tools producer, well
positioned to take significant market share with further expansion into
Titanium Alloy production

v Domestic and international markets are further expanded, and online and
offline marketing networks are fully deployed

Leading market
position

v’ Large scale and vertically integration provide strong purchasing power and
use of capacity productively

v/ Proven track record of industry expertise enable to develop advanced
products and execute cost savings strategy

v/ Excellent customer service provide long-term and stainable relationship with
both international and domestic clients

v Combining independent R&D with external technical cooperation to enter the
field of new materials

Strong
competitive
advantages

v Experienced and stable global management team with over 30+ years of
industry experience

v Improving the company's internal control management system to form a
modern management mechanism

v’ To motivate all parties’ enthusiasm through the reform and innovation as well
as the continuous Share Option Scheme

v’ Sales Management System was formally launched to lay the foundation for
information and data management

Strong
management
capabilities

s\
. ; - B /‘ Iy
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2. Strategy & Investment Highlights

Transformation & Strategic Focus '@

Continued operational excellence to drive value for shareholders, customers

and employees

Leverage existing and new facilities to strengthen innovation and
core product development

Invest in advanced technology to explore higher margin
opportunities to meet global customer needs

Enhance margin per unit in every segment, continued cost and
customer focus

Maintain financial flexibility with strong balance sheet

Build Eastern and Southern China sales platform through JV with \\/
Ningshing and Xinyuan, expand value chain to the downstream.

Respond to national policies to fully develop the Southeast Asian
markets and the “Belt and Road” markets

P, Confidential 14”7
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3. Financial Overview

Financial Snapshot

Revenue increased steadily in 2018 Interim Gross profits grew rapidly in 2018 Interim

RMB million

2,500
2,000
1,500
1,000

500

Adjusted EBIT* increased significantly in 2018

Interim
1
RMB million 1 EBIT
1
300 : 259
250 i
1
200 172
| +50.1%
150 :
100 | —7
1
50 I
1
I
I 1H17 1H18

*Note: To arrive at adjusted EBIT, the Group’s earnings are further adjusted for items not
speeifieally attributed to individual segments

—"_CONTidential

RMB million

350
300
250
200
150
100

50

90
80
70
60
50
40
30
20
10

0

Gross Profit
309

214 +44.5%

_ L

Net profit ,

I

I

+114.9% '

39 :
—7 I

I

I

I

I

1H17 1H18 :



3. Financial Overview

Cost Structure

Efficient cost structure benefits long-term growth

5 o Maintenance
epreciation costs Others
6.80% 1.30%
2.10%
Labor /
costs

5.40%

2018
Interim
COGS

Utilities
12.00%

Maintenance
Depreciation costs
6.30% 1.20%

/

2017
Interim
COGS

Labor
costs
4.80%

Utilities
10.40%

Others
1.10%

Alloy and Alloy and
Dthe_:r ot‘{ler
materials materials
72.40% 76.20%
2\ t
LS
e (=)
N = /
»a 7/_,‘?
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3. Financial Overview

Balance Sheet Summary '@

Solid balance sheet & cash position to support existing business and growth

opportunities

Cash Position

RMB million 2017 1H18
RME million 1,463
Total Cash 961 1,463 1,200
961
1,000 1,058
800
400
Net Asset 4,303 4,639 )
2017 1H18
m Cash and Cash Equivalents Deposits

Note: Total cash includes cash & cash equivalents, time deposits and pledged deposits
Note: Debt consists of ST and LT interest-bearing borrowings

rfz:‘

Note: Deposits include both time and pledged deposits  ,#
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3. Financial Overview

Working Capital Overview '@

Cash conversion cycle continued to improve in 1H 2018

Cash Conversion Cycle

1 1
1 1
Da}-’s 283 L| 263 i 235 i
250 | | | 231 | 230 | : :
198 198 204 —\195 :
200 | | I
164 : 168 .
1
150 | 143 139 114 135 |
I 113 108 !
1
100 85 | I
58 ! |
50 : :
1 1
1 1
- 1 1
1
2014 2015 2016 i 2017 1H18 :
m Receivables Days Inventories Days ~  Payables Days

4 ') A confidential 197



3. Financial Overview

Net Gearing Ratio

Net gearing ratio remained stable

RMB million : |
1 1
5,000 ! - 60% !
1 1
4,500
: 49% I 4,639 '
0 0 47% ’ I I
4,000 e 44% : 4,303 50% |
1
1 1
3,500 ! 0% |
3,000 : :
1 1
2,500 | - 30% 1
| 2,032 I
2000 1847 1,898 1,809 ! 1,737 |
- 20%
1,500 : .
1 1
1,000 | 0% !
500 ' '
1 1
0 : 0%
2014 2015 2016 I 2017 i
mmmm Net Debt Equity Gearing
A\ t
s
o (e )
/
% /
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3. Financial Overview

Major Capex Plan

High-quality capital projects delivering industry-leading returns across a

Project

Production line
construction and
capacity expansion

Factory
automation &
upgrades

broad range of product

Status/Milestones

Year

v Trial production of hot rolling production line and acid and alkali
cleaning workshop which support steel sheet project

v Completion of capacity expansion project of cemented carbide
cutting tools

v the Group commenced the construction of the first domestic
powder metallurgy production line in China to fill the gap in
domestic production of powder metallurgy materials for DS and
HSS

v The Group will start the construction of the second phase of the
powder metallurgy project,it is expected to achieve a total annual
output of 5,000 tons of powder metallurgy products ultimately.

2015 - 2017

2016 - 2017

2018

in 2020.

v Production line and machine upgrades of existing business to
expand the intelligent production coverage of Cutting tools and
further reduce labor intensity and improve efficiency.

2014 - 2017

Confidential



3. Financial Overview

Capex Trend

Discipline capex management consistent with operating cash flow

Capital Expenditure

Depreciation

RMB million
800,000 RMB million
700,000 jmm T | e
! 1 250 398% : |
600,000 | | ! |
: : 200 i b
500,000 1
| I i L
400,000 | | 150 : |
| 1 L r
300,000 | | : L
! ! 100 | |
200,000 | | |
1 1 |
100,000 ! | 50 .
1 1 |
2014 2015 2016 1 2017 1H18 1 0 | 1
___________ 1 2014 2015 2016 U 2017_ _ _ _ _1H18_,

Depreciation Capex as % of Depreciation

Confidential
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4. Segment Reporting

Die Steel

~

Revenue Domestic vs. export

RMB million
1,200 -

1,000 -
800 -
600 -
400 -
200 -

0

100%

80%

60%

40%

20%

0%

55%

7
Domestic M Export

47%

H18

20.0% -

18.0% -

16.0% -

14.0% -

12.0% -

17.8%

15./

10.0%

1H17 1H18

—
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RMB million

160 -
140 -
120 -
100 -
80 -
60 -
40 -
20 -

0 -

90

1H17
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4. Segment Reporting

Die Steel (con’t)

u
N

1H18 vs. 1H17: Revenue up 25.7% to
RMB 989 million mainly because of the
recovery in demand from manufacturing
industry and the upward pricing trend in
special steel. ASP and sales volume of
this sector increased by 6.2% and
18.4%, respectively.

Gross margin: As the increase in
average selling price caused by the
upward pricing trend of rare metals,
gross margin of this sector increased
from 15% to 17.8%.

Adjusted EBIT: Continued to witness a
strong growth in adjusted EBIT, which
increased by 57.3%, attributable to the
increase in average selling price and
better cost control of the Group.

RMB

12,600 -
12,400 -
12,200
12,000 -
11,800 -
11,600 -
11,400 -

11,200

ASP

12,461

11,729

1H17

1H18

Sales volume

Ton
82,000
80,000
78,000
76,000
74,000
72,000
70,000
68,000
66,000
64,000
62,000
60,000

Confidential

67,040
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4. Segment Reporting

High Speed Steel

Revenue Domestic vs. export

RMB million 100%
80%
60%
40%
20%
0%
1H17 1H18

400
B Domestic M Export

350

300
250
200
150
100
50
0

RMB million
210% - 20.4%
80 -
200% - 70 -
190% 60 -
46

50 -

18.0% -
17.2% 40 -
17.0% 30 -
16.0% - 20 A
15.0% : ) 10 -
1H17 1H1& 0 -

i oFF

1H17

"_CONfIdential




4. Segment Reporting

High Speed Steel (con’t)

1H18 vs. 1H17 : Revenue increased by
22.5% to RMB375 million because of
the recovery in demand and the upward
pricing trend. ASP and sales volume of
this sector increased by 6.0% and
15.6%, respectively.

Gross margin: As the increase in
average selling price caused by the
upward pricing trend of rare metals,
gross margin of this sector increased
from 17.2% to 20.4%.

Adjusted EBIT: In line with the upward
trend of revenue and gross margin of
the sector, adjusted EBIT experienced
rapid growth of 49.0%.

. -

RMB

29,000 -
28,500 -
28,000 -
27,500 -
27,000 -
26,500 -

26,000

27,200

ASP

28,824

THA1

7

1H18

Sales volume

13,500
13,000
12,500
12,000
11,500
11,000
10,500
10,000

Confidential

11,252

1H17

13,005
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4. Segment Reporting

Cutting Tools

RMB million!
280 !

270
260
250
240
230
220

100%
80%
60%
40%
20%
0%
1H17 1H18

B Domestic M Export

210

RMB million
0,

15.2% - 15.1% 35 33

30 26
14.8% - -

20
14.4% - 14.2% 15

10
14.0% - . g

0 ’ \’ L\J'v ‘l\‘ '.,
13.6% ' ! 1H17 1H18 iy

- A . 5 - 7
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4. Segment Reporting

Cutting Tools (con'’t)

1H18 vs. 1H17 : Revenue increased
by 16.6% to RMB271 million because
of the recovery in demand and the
upward pricing trend. ASP and sales
volume of this sector increased by
10.1% and 5.8%, respectively.

Gross margin: Benefiting from the
increase of average selling price of
HSS, the price of cutting tools
increased accordingly, which result in
an increase in gross margin of this
sector, from 14.2% to 15.1%.

Adjusted EBIT: As the increase of
gross margin, adjusted EBIT of the
sector increased by 26.1%.

RMB
2.2

2.2
2.1
2.1
2.0 1
2.0 1
1.9 4

1.95

ASP

2.15

1.9

1H17

1H18

Sales volume

Confidential
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128,000

126,000
124,000
122,000
120,000
118,000
116,000
114,000

119,161

1H17

126,105

1H18




4. Segment Reporting

Titanium Alloy

Revenue Domestic vs. export

RMB miliont 7 | 100% 2.6% 0.2%
_ 1
1209 107 :
100 { | | 80%
1
80 | : 60%
! 1
60 : | 40%
1
1
40 I : 20%
1
20 1 : 0%
! 1
0 lDomestlc W Export 1H18
1H17 1H18 '
Gross margin Adjusted EBIT
RMB million
180% - 18
16
15.0% 15.0% -
12
140% -
10 2
13.0% - 8
6
12.0% 11.5% 4
110% - 2 -
0 \ L J .\’ ,
10.0% : s 1H17 1H18 R AL
(TR

- 1H1Y 1H18

- v A\ 7
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4. Segment Reporting

Titanium Alloy (con't)

1H18 vs. 1H17: Titanium alloy segment
has been a growing segment among
the Group’s products. Revenue
increased by 26.9% to RMB107 million. .
ASP and sales volume of this sector
increased by 3.7% and 22.4%,
respectively.

Gross margin: The average selling
price of titanium alloy remained stable
in the period. the price of titanium alloy
increased accordingly, which result in
an increase in gross margin of this
sector, from 11.5% to 15.0%

Adjusted EBIT: As the increase of
gross margin, adjusted EBIT of the
sector increased by 79.5%.

. -

RMB/ton
65,500 -
65,000 -
64,500 -
64,000 -
63,500 -
63,000 -
62,500 -
62,000 -
61,500 -

62,583

ASP

64,876

61,000

1H17

1H18

Sales volume

Confidential
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5. Outlook

Recent Developments '@

=  Fully utilize the advantage in pricing and distribution by enhancing innovation and
research and development capacity

= Cooperate with Nanjing Tech University and Ningbo Sino-Ukrainian Vision New Materials
Technology Co., Ltd. to develop new titanium alloy materials

= Formally launch the Die Steel powder metallurgy project to enter the field of strategic new
materials

= The Group will focus on three directions of development, namely, powdered steel ingots,
near-net shape forming, and additive manufacturing (including low-carbon molds and 3D
printing). The total investment in the production line will be RMB500 million. which is
expected to be completed and put into production with sales contribution after June 2019.

=  The Group will start the construction of the second phase of the powder metallurgy
project in 2020.

= On 29 January 2018, the Group entered into a subscription agreement with JM Digital
Steel Inc., a company limited by shares quoted on The National EqW.Exchange and
Quotations System (stock code: 834429) (“JM Digital”)

Yo ‘) ‘A Confidential 33’
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Appendix

Corporate Snapshot

Company profile Ownership Structure

Stock Code 826.HK
Listing Date July 26, 2007
Share Price (HK$) $1.64
Market Cap (HK$ M) 4,164

Note: Share price and market cap as of 14 August 2018

Share price performance

‘ 20 -
18
16 -

14 4

02 4

0.0 +
Jan-18

Jan-18 Feb-18 Mar-18 Mar-18 Apr-18 May-18 May-18 Jun-18

. e

) s
/, A y

- - L] o Al:
M
» :
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BAIC Group
Industrial
Investment
Co., Ltd.

Jiangsu
SHEGERD]
Group Co.,

Zhu Zefeng
and his

Zhu Xiaokun
and his

Public
Sharehol

concert ders

parties

L‘ 22.80%

concert
parties

5.91% 33.05%

32.33%

100%

Tiangong International Co., Ltd.

Note: Ownership as of 14 August 2018

Board of Director

Mr. ZHU Xiaokun Chairman

Mr. WU Suojun Executive Director & CEO
Mr. YAN Ronghua Executive Director
Mr. JIANG Guangqing Executive Director
Mr. GAO Xiang Ind. Non-executive Director
Mr. LEE Cheuk Yin Ind. Non-executive Director

Mr. WANG Xuesong Ind. Non-executive Directo/}z -..; a\
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Appendix

Milestone

Global leader in the new alloy materials & tools market

Enter the business of ) Total production of Die Won Turkey’s “Anti-
HSS Cutting Tools E,’;cfste tﬁ;‘:fg:‘;f Commenced Began the R&D of Commenced Steel & HSS reached 151K Dumping, Anti-
and commenced HSgS CLE)ttin Tools production in Die Steel Titanium Alloy prod_uctlonl Im tons and 250mn pieces of Subsidies” case at
production g L )7 HSS Cutting Tools per year final adjudication

1587 > 1002 ) 1269 puzooit N DA

e Launched the first

Became the largest Successfully Becoming one of the Commenced A“ti,'S‘I‘EbSidies” ot domestic powder
Commenced producer of HSS in listed on main top Die Steel production in T \SUTeTgEEm metallurgy
production of HSS China board of HKEX producer in China wire and rod Commission - the first production line in
successful case in the -
. . China for HSS and
Chinese special steel DS
industry

/ w"‘) y *',/...’ w_Confidential % 367



Appendix

Leadership

experience

Industry veterans with average of 30+ years of new alloy materials & tools

Mr. ZHU Xiaokun

Chairman of the Board

Mr. WU Suojun

Executive Director &
CEO

Mr. WANG Gang
CFO

Responsible for the overall business development
strategy of the Group

Over 30 years of experience in new alloy materials &
tools industry

Mr. ZHU Zefeng
CIO

Named as Most Honored Business Leader of the 12t
Five Year Plan in Jiangsu from 2013 to 2015

Awarded the National Labor Medal Award in 2015

Annual Influential Figure of the third Made in China
2025 Summit

Deputy of 13 National People’s Congress LAl i Ul

Confidential

Over 25 years of experience in new alloy materials & tools
industry

Responsible for sales, production, operation management
and purchase of HSS and Die Steel

CFO of the Group

Member of the Chinese Institute of Certified Public
Accountants

Former director and financial controller of TG Tech

Former chief accountant of Jiangsu Tiangong Group Co., Ltd.
and former audit manager of KPMG China

CIO of the Group

Former operation manager at TopTech Tools

Graduated with Advanced Diploma in Business Operation in
Management from the Durham College

Responsible for future investment strategy executions and
opportunities recommendations

CTO of the Group

Former deputy head of technical center at Baosteel
Over 30 years of experience in special steel industry
Responsible for technology advance and development



Appendix

Special Steel Production Process %

Production cycle 45 — 90 days

Finished
Goods

Processing

Inspection &
| Packaging

7

|

& Finishing

Electroslag
Re-melting
\ Sh‘ ? : pay. . ol — i T
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Appendix

Cutting Tools Production Process %

Production cycle 45 — 75 days

Finished
Goods

Surface
Treatment

Grinding &
Sharpening
= e o8 M
e et T "r.l'.
. % hlt!'.i‘ ‘:!..
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Appendix

Titanium Alloy Production Process %

Production cycle 30 — 60 days

Processing Plate/Tube

Processing & Finishing IWire

Welding, Finished
2"d Smelting Ingots
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Appendix

Income Statement

RMB’000 1H18 1H17
Revenue 2,347,657 1,877,005
Cost of sales (2,038,311) (1,662,936)
Gross profit 309,346 214,069
Other income 16,260 6,308
Distribution expenses (50,901) (42,255)
Administrative expenses (72,560) (63,429)
Other operating expenses (42,383) (9,805)
Profit from operations 159,762 104,888
Finance income 3,647 2,664
Finance expenses (67,178) (59,102)
Net finance costs (63,531) (56,438)
Share of profits of associates 2,590 (1,628)
Share of profits of joint ventures 8,203 (720)
Profit before taxation 107,024 46,102
Income tax (19,093) (5,197)
Profit for the year 87,931 40,905
Attributable to:

Equity shareholders of the Company 84,441 39,290
Non-controlling interests 3,490 1,615
Profit for the period 87,931 40,905
Basic and Diluted EPS (RMB) 0.036 0.018

C7) s <7\

77
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Appendix

Balance Sheet

o7

RMB’000 30 Jun 2018 31 Dec 2017
PPE 3,536,737 3,520,344
Non-current assets 3,839,138 3,801,667
Inventories 1,886,095 1,896,864
Trade & other receivables 2,230,829 2,044,171
Pledged deposits 285,380 241,380
Time deposits 772,150 500,000
Cash & cash equivalents 405,140 219,798
Current assets 5,581,744 4,902,213
Interest-bearing borrowings — Current 2,551,300 2,170,279
Trade & other payables 1,454,297 1,302,982
Current liabilities 4,022,200 3,482,924
Interest-bearing borrowings — Non-current 648,196 823,013
Non-current liabilities 759,241 917,991
Total equity 4,639,441 4,302,965
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For more information visit http://www.tgqgj.cn/en/

or contact:

Wing LEE
Financial Controller
(852) 3102-2386

tiangong@biznetvigator.com
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http://www.tggj.cn/en/

Leveraging-en ourdominating position in the market and
eouradvantage in costing and product range, we will

strive to maintain growth and maximize returns to the
shareholders of the Company.
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